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CHAPTER   I 
INTRODUCTION 

The  Legislative  Audit  Committee  requested  a  performance  audit  of 
selected  areas  of  the  Purchasing  Bureau,  Department  of  Administration. 
The  areas  were  identified  in  a  survey  presented  to  the  committee  in 
November  1986.  This  report  addresses  our  audit  work  in  one  area, 
rejected  bids  (bids  not  considered  by  Purchasing  Bureau  buyers  in  the 
awarding  of  the  contract  for  items  bid). 

AUDIT  OBJECTIVES 


The  objectives  of  our  performance  audit  were: 

1.  To  determine  the  number  of  rejected  bids  and  the  reason 
for  the  rejection  for  fiscal  year  1985-86.  This  was  done  for 
the  Purchasing  Bureau  and  selected  state  agencies  with 
delegated  purchasing  authority. 

2.  To  determine  potential  dollar  effect  of  rejected  bids  in 
fiscal  year  1985-86. 

3.  To  determine  purchasing  procedures  used  by  selected  state 
agencies  with  delegated  purchasing  authority  and  compare 
the  procedures  to  the  ones  used  by  the  Purchasing  Bureau. 

4.  Identify  procedures  to  reduce  vendor  mistakes  which  result 
in  rejected  bids. 

5.  Identify  bureau  activities  that  could  be  changed  in  the 
awarding  of  the  contract. 


SCOPE  OF  AUDIT 

The  audit  was  conducted  in  accordance  with  generally  accepted 
governmental  performance  auditing  standards.  Formal  audit  work 
focused  on  Invitation  for  Bids  for  fiscal  year  1985-86.  During  our 
review  we  examined  management  controls  over  the  sealed  bid  process . 
This  process  requires  bids  submitted  to  state  agencies  in  response  to 
an  Invitation  for  Bid  be  sealed  so  bids  cannot  be  viewed  until  a 
specified  opening  date. 


Upon  request  the  department  can  delegate  purchasing  authority  to 
state  agencies.  We  visited  larger  state  agencies  with  delegated 
purchasing  authority  to  determine  procedures  they  follow  in  the  sealed 
bid  process,  and  whether  these  agencies  have  problems  with  i^ejected 
bids.  We  also  examined  their  rejected  bids  to  determine  the  number 
of  rejected  bids,   and  the  reasons  the  bids  were  rejected. 

We  contacted  a  number  of  vendors  to  obtain  their  views  of  the 
sealed  bid  process.  We  also  contacted  other  states  to  determine 
problems  they  have  with  rejected  bids  and  any  possible  solutions  they 
have  implemented. 

COMPLIANCE 

We  examined  compliance  with  state  statutes  regarding  acceptance 
of  bids.  We  found  the  Purchasing  Bureau  is  in  compliance  with  the 
areas  reviewed.  In  testing  at  the  larger  agencies,  we  noted  some 
areas  of  noncompliance.  Memorandums  were  sent  to  appropriate 
agency  personnel  discussing  our  findings.  The  memos  addressed 
separation  of  duties  (the  person  opening  the  bids  should  not  have 
access  to  the  bids  prior  to  the  opening)  and  general  operation  of  the 
purchasing  function.  For  areas  we  did  not  specifically  test  for 
compliance,  nothing  came  to  our  attention  that  would  indicate 
significant  instances  of  noncompliance. 


CHAPTER   II 
BACKGROUND 

The  Purchasing  Bureau  has  different  methods  available  to  acquire 
goods  and  services  for  the  State  of  Montana.  One  of  the  methods 
used  is  the  Invitation  for  Bid  (IFB).  This  process  is  used  to  solicit 
sealed  bids  for  items  requested  by  state  agencies.  The  Purchasing 
Bureau  can  also  delegate  purchasing  authority  over  $500  to  agencies 
upon  request  by  agency  personnel.  Even  with  delegated  authority, 
these  agencies  must  use  the  IFB  to  obtain  goods  and  services  valued 
over  $2,000.  This  chapter  will  explain  the  IFB  process  and  the 
delegation  of  purchasing  authority. 

INVITATION  FOR   BIB   PROCESS 


As  requisitions  from  agencies  arrive  at  the  Purchasing  Bureau, 
the  purchasing  agent  (buyer)  from  the  bureau  will  either  begin 
purchasing  procedures  immediately,  or  put  the  requisition  with 
requisitions  from  other  agencies  for  similar  items  for  scheduled 
purchases.  If  the  requisition  is  for  non-scheduled  items  estimated  to 
cost  $2,000  or  more,  an  IFB  will  be  initiated.  All  commodities  for 
scheduled  purchases  are  purchased  using  the  IFB . 

Each  item  on  the  requisition  needs  specifications;  a  description  of 
the  critical  features  of  the  item  being  purchased.  Purchasing  Bureau 
buyers  review  product  specifications  written  by  the  agency,  or  write 
some  for  the  agency.      Specifications  are  reviewed  to: 

1.  Ensure  specifications  are  adequate  to  describe  the  critical 
features  of  the  item  sought; 

2.  Determine  if  specifications  are  too  restrictive  (does  not 
allow  competition  among  vendors  who  handle  that 
commodity) ;   and 

3.  Ensure  any  outside  agency  approval  has  been  obtained. 


Any  corrections,  additions,  or  deletions  needed  to  the  specifications 
will  be  completed  by  the  buyer  in  conjunction  with  the  agency 
requesting  the  item. 

IFB  packages  are  sent  to  vendors  who  have  expressed  an  interest 
in  submitting  bids  for  the  items  being  requested.  Information  sent  to 
vendors  includes: 

1.  A  standard  page  which  describes  the  terms  and  conditions  of 
doing  business  with  the  State  of  Montana; 

2.  Information  pertinent  to  each  specific  bid,  i.e.  buyer  to 
contact,  bid  opening  date,  destination  of  goods,  bid  number, 
etc.;   and 

3.  Specifications  of  items  sought. 

Generally  IFBs  going  exclusively  to  in-state  vendors  are  given  eleven 
days  lead  time,  while  IFBs  going  to  both  in-state  and  out-of-state 
vendors  are  given  fifteen  days  lead  time.  As  bids  are  returned  to  the 
Purchasing  Bureau  they  are  date  and  time  stamped  and  put  in  a  locked 
file  cabinet.  The  process  is  designed  so  bureau  buyers  do  not  have 
access  to  the  bids  prior  to  the  time  of  opening. 

At  10:00  a.m.  on  the  opening  date  the  administrative  aide  for  the 
bureau  will  give  the  returned  bids  to  the  appropriate  buyer.  If  people 
are  attending  the  bid  opening,  the  buyer  will  go  to  the  location 
specified  for  the  opening.  If  there  are  no  people  attending,  the  buyer 
v\dll  usually  open  the  bids  in  his/her  office.  At  the  pubhc  opening  the 
buyer  will  open,  read,  and  tabulate  the  amount  of  each  bid.  At  bid 
openings  not  attended  by  vendors,  the  buyer  will  merely  record  the 
information  on  a  tabulation  sheet. 

Prior  to  opening  any  bid,  the  buyer  wiU  verify  the  bid 
identification  information  on  the  envelope.  The  information  includes 
the  bid  number  and  the  date  of  opening.  After  opening  the  bid  the 
buyer  verifies  the  IFB  number  is  correct,  the  bid  is  signed,  the  bid  is 
completed  in  ink  or  is  typed,  changes  in  bid  amounts  are  initialed,  and 
the  terms  of  the  IFB  have  not  been  altered  or  changed. 


After  bids  have  been  opened  and  tabulated,  the  buyer  uses  the 
tabulation  sheet  to  determine  the  low  bid.  Each  item  on  a  bid  is 
reviewed  separately.      The  following  items  are  reviewed: 

1.  Unit  price; 

2.  Which  vendors  have  in-state  preference  (in  which  case  they 
are  given  a  three  percent  preference  over  out-of-state 
bidders) ; 

3.  Specifications  for  alternate  goods  or  services; 

4.  All  or  nothing  bids  (the  vendor  will  supply  all  the  items  or 
none  of  them) ; 

5.  Tie  bids;   and 

6.  Whether  the  vendor  is  responsible  (will  supply  the  goods  or 
services  per  the  contract). 

After  the  vendor(s)  to  be  awarded  the  contract(s)  has  been 
determined,  purchase  orders  are  written  and  sent  to  the  vendor(s). 
Entire  bids  may  be  rejected  for  a  variety  of  reasons  both  before 
and  during  a  bid  opening.  The  following  items  detail  the  reasons  for 
rejecting  the  entire  bid: 

1.  Bid  envelope  not  properly  marked; 

2.  No  signature  on  bid; 

3.  Bid  filled  out  in  pencil; 

4.  No  bid  security  when  required; 

5.  Bid  arrived  after  the  time  specified  for  the  opening; 

6.  No  contractor's  license  when  required; 

7.  Item  bid  does  not  meet  specifications; 

8.  Vendor  has  not  included  samples  when  required; 

9.  Vendor  is  not  bidding  freight  on  board  destination  with  a 
specified  cost  for  shipping;   and 

10.  Descriptive  literature  is  not  attached  when  required. 


If  a  bid  is  rejected,  the  reason  is  documented  on  the  tabulation  sheet. 

DELEGATED  PURCHASING  AUTHORITY 

An  agency  can  request  purchasing  authority  above  $500  by 
submitting  a  written  proposal  to  the  Purchasing  Bureau.  If  the 
proposal  is  approved,  a  formal  Purchasing  Authority  Agreement, 
outlining  authority  levels  and  responsibilities,  is  written.  The 
Purchasing  Bureau  performs  periodic  compliance  reviews  of  the 
purchasing  activities  of  agencies  exercising  delegated  authority. 

Thirty-two  state  agencies  had  purchasing  authority  over  $500  at 
the  time  of  our  audit.  Six  agencies  had  delegated  purchasing  authority 
over  $2,000.  Three  other  agencies  had  authority  to  buy  only  specific 
items  over  $2,000.  These  nine  agencies  must  follow  the  same 
procedures  as  the  Purchasing  Bureau  for  purchases  over  $2,000. 


CHAPTER   III 
REJECTED   BIDS 

During  our  audit,  we  reviewed  761  Invitation  for  Bid  tabulation 
sheets  created  in  fiscal  year  1985-86.  We  found  205  sheets  had 
documentation  indicating  a  bid  had  been  rejected  for  some  reason. 
There  were  six  primary  reasons  for  rejecting  bids .  The  total  amount 
awarded  for  the  205  IFBs  with  rejected  bids  was  approximately  $2.7 
million. 

A  maximum  of  approximately  $88,000  could  have  been  saved  Lf  ail 
rejected  bids  had  been  accepted.  However,  as  discussed  later  (page 
10),  some  bids  were  rejected  due  to  necessary  controls  in  the 
purchasing  process.  The  following  sections  describe  our  findings  for 
each  reason  of  rejection  and  our  recommendations  for  correcting  the 
situations . 

BID   IDENTIFICATION 

If  the  envelope  with  the  vendor's  bid  is  not  marked  with  the  bid 
identification  information  (Invitation  for  Bid  number,  buyer's  initial, 
and  the  date  of  opening) ,  the  mail  clerk  will  open  the  envelope  to 
determine  its  contents.  The  mail  clerk  will  also  open  bid  envelopes  if 
the  date  is  missing  or  if  the  wrong  date  is  on  the  envelope,  if  the 
buyer's  initials  are  not  on  the  envelope,  or  if  the  requisition  and  not 
the  IFB   number  is  used. 

Upon  seeing  the  envelope  contains  a  bid,  the  mail  clerk  will  mark 
the  envelope  "Rejected"  and  the  buyer  does  not  consider  the  bid  in 
awarding  the  contract.  We  found  103  IFBs  in  fiscal  year  1985-86  had 
149  individual  bids  submitted  in  insufficiently  marked  envelopes  so  the 
clerk  opened  the  envelopes  to  determine  the  contents.  Forty  of  the 
149  bids  had  items  with  lower  unit  prices  than  the  vendor  awarded  the 
contract.  The  state  could  have  saved  a  maximum  of  $27,936  if  these 
bids  could  have  been  accepted. 

Two  bids  were  sent  to  the  agency  requesting  the  items  rather 
than  to  the  Purchasing  Bureau.      The  agencies  opened   the  bids  and 


then  forwarded  them  to  the  Purchasing  Bureau.  The  bid  information 
was  not  on  the  envelopes  used  to  send  the  bids  to  the  Purchasing 
Bureau  so  the  clerk  opened  the  envelopes . 

In  an  interim  audit  memorandum  to  the  Purchasing  Bureau  we 
suggested  potential  solutions  to  this  problem.  The  first  suggestion  was 
to  allow  the  clerk  to  mark  the  envelope  indicating  it  was  inadvertently 
opened,  reseal  it,  and  have  the  buyer  consider  it  when  awarding  bids. 
Six  of  seven  western  states  contacted  indicated  they  allow  a  bid 
opened  by  clerical  staff  to  be  resealed  and  used  by  the  buyer  in 
determining  the  award  of  the  contract.  Purchasing  Bureau  personnel 
indicated  they  will  review  procedures  to  allow  the  mail  clerk  to  mark 
the  envelope  indicating  it  was  opened  inadvertently,  reseai  it,  and 
have  the  buyer  consider  it  when  awarding  bids. 

To  reduce  the  number  of  bids  received  with  missing  or  incomplete 
bid  identification,  we  suggested  the  Purchasing  Bureau  enclose  a  peel 
off  label  containing  the  bid  identification  information  with  each  bid. 
The  vendor  could  affix  the  label  to  the  envelope.  This  would  cost  the 
Purchasing  Bureau  about  $38  a  year  for  the  labels.  The  labels  could 
be  produced  on  word  processing  machines  so  very  little  personnel  time 
is  involved  in  making  the  labels.  The  person  putting  the  bids  in  the 
envelopes  could  staple  the  label  to  the  corner  of  the  Invitation  for 
Bid. 

The  bureau  could  also  create  labels  with  both  its  address  and  bid 
identification  information  on  them.  This  would  cost  the  Purchasing 
Bureau  about  $65  a  year  for  labels.  The  labels  could  be  made  and 
affixed  to  the  bids  in  the  same  way  as  the  smaller  labels.  This  latter 
method  could  also  alleviate  the  problem  of  the  bids  going  to  the 
agency  requesting  the  item  instead  of  the  Purchasing  Bureau. 

Six  of  the  seven  states  contacted  indicated  they  either  send  a 
self -addressed  envelope  or  a  label  to  the  vendor  with  the  Invitation 
for  Bid.  Three  of  the  five  state  of  Montana  agencies  with  delegated 
purchasing  authority  we  visited  send  either  self-addressed  envelopes  or 
labels  with  the  bid  identification  information  on  them.  Purchasing 
Bureau  personnel  indicated  they  will  review  the  suggestion. 


RECOMMENDATION   #1 

WE  RECOMMEND   THE  PURCHASING   BUREAU: 

A.  ALLOW  THE  MAIL  CLERK  TO  RESEAL  BID  ENVELOPES 
OPENED  INADVERTENTLY,  AND  HAVE  THE  BUYER 
CONSIDER   THE  BIDS  WHEN  AWARDING  THE  CONTRACTS. 

B.  ENCLOSE  LABELS  CONTAINING  BOTH  BUREAU  ADDRESS 
AND  BID  IDENTIFICATION  INFORMATION  WITH 
INVITATION   FOR   BIDS   SENT   TO  VENDORS. 


BIDS  RECEIVED  LATE 

If  bids  do  not  arrive  at  the  Purchasing  Bureau  before  10:00  a.m. 
on  the  day  of  the  opening,  the  bids  are  considered  late  and  are 
rejected.  We  found  54  IFBs  in  fiscal  year  1985-86  had  65  late  bids. 
Twenty-four  of  the  65  bids  had  items  with  lower  unit  prices  than  the 
vendor  awarded  the  contract.  The  state  could  have  saved  a  maximum 
of  $10,921  if  these  unit  prices  could  have  been  accepted. 

In  looking  at  the  length  of  time  bids  were  late,  we  found 
approximately  18  percent  (12  bids)  arrived  the  day  of  the  opening  but 
after  the  10:00  a.m.  deadline.  The  Purchasing  Bureau  receives  next 
day  mail  from  one  mail  carrier  between  10:30  and  11:30  a.m.  Five  bids 
were  1/2  to  1  1/2  hours  late  when  they  were  shipped  with  this 
carrier.  Four  of  the  five  bids  had  lower  unit  prices  than  the  vendor 
awarded  the  contract.  Bids  arrive  in  the  afternoon  when  shipped  next 
day  mail  by  a  second  carrier.  In  addition,  three  late  bids  were  sent 
to  the  agency  first  and  then  forwarded  to  the  Purchasing  Bureau.  The 
bids  were  on  time  to  the  agency. 

Approximately  55  percent  of  the  late  bids  arrived  within  one  day 
after  the  bid  opening.  Another  twenty  percent  of  the  bids  arrived 
two  days  after  the  opening.  The  remaining  bids  arrived  three  to 
eleven  days  after  the  opening. 

In  an  interim  audit  communication  we  suggested  the  Purchasing 
Bureau  hold  the  bid  openings  in  the  afternoon  to  allow  more  time  for 
the  bids  to  arrive.  An  afternoon  opening  time  would  allow  afternoon 
and  next  day  mail  to  arrive  at  the  bureau.    Purchasing  Bureau  officials 


indicated  they  changed  the  standard  opening  time  from  10:00  a.m.  to 
2:00  p.m.  to  allow  afternoon  and  next  day  mail  to  arrive  at  the  bureau. 
To  alleviate  the  problem  of  the  bid  going  to  the  agency  first,  we 
suggested  address  labels  be  supplied  with  bids.  This  option  was 
discussed  earlier  under  the  bid  identification  area. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  PURCHASING  BUREAU  HOLD  BID 
OPENINGS  IN  THE  AFTERNOON  TO  ALLOW  BIDS  ARRIVING  IN 
THE  AFTERNOON  AND  NEXT  DAY  MAIL  TO  BE  CONSIDERED  IN 
THE  AWARD  OF  THE  CONTRACT. 


NECESSARY  PURCHASING   CONTROLS 


The  remaining  four  areas  where  bids  were  rejected  relate  to 
necessary  controls  in  the  purchasing  process.  We  do  not  believe  the 
controls  need  to  be  modified  but  communication  between  the  bureau 
and  the  vendors  could  be  improved  to  minimize  mistakes.  The 
following  areas  describe  our  findings. 

Bids  Not  Signed 

Included  in  each  bid  package  are  the  bureau's  terms  and 
conditions.  These  specify  bids  must  be  signed.  The  Administrative 
Rules  of  Montana  (Section  2.5.404(1),  ARM)  state  all  bids  must  be 
signed  in  ink.  If  the  bid  is  not  signed,  the  bid  will  be  rejected. 
Forty- two  IFBs  had  42  individual  bids  with  no  signatures.  Fourteen  of 
the  42  bids  had  items  with  lower  unit  prices  than  the  vendor  awarded 
the  contract.  The  state  could  have  saved  a  maximum  of  $7,595  if 
these  bids  could  have  been  accepted. 

The  IFB  is  the  first  half  of  the  contract  for  the  purchase  of  the 
items  needed.  Without  a  signature  on  the  IFB,  the  state  does  not 
have  a  valid  contract. 
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Changes  To  Bids  That  Are  Not  Initialed 

The  terms  and  conditions  in  the  bid  package  state  "Erasures  and 
alterations  must  be  initialed  by  the  bidder  in  ink."  Fifteen  IFBs  in 
fiscal  year  1985-86  had  20  individual  bids  submitted  that  had  price 
changes  not  initialed.  Eleven  of  the  20  bids  had  items  with  lower  unit 
prices  than  the  vendor  awarded  the  contract.  The  state  could  have 
saved  a  maximum  of  $4,231  if  these  unit  prices  could  have  been 
accepted . 

Requiring  initials  provides  more  assurance  changes  made  in  the 
bid  were  made  by  the  person  completing  the  bid  and  not  someone  else. 

Bids  Completed  In  Pencil 

The  Administrative  Rules  of  Montana  (Section  2.5.404  (1),  ARM) 
state  "Bids  shall  be  prepared  in  ink  or  by  typewriter."  Eight  IFBs  had 
9  submitted  bids  written  in  pencil.  Five  of  the  nine  bids  had  items 
with  lower  unit  prices  than  the  vendor  awarded  the  contract.  The 
state  could  have  saved  a  maximum  of  $996  if  these  unit  prices  could 
have  been  accepted. 

Only  accepting  bids  in  ink  or  typewritten  provides  more 
assurance  the  bid  was  not  altered  by  anyone  after  the  vendor 
completed  the  bid. 

No  Literature ,    Samples ,   or  Specifications 

Purchasing  Bureau  officials  will  ask  for  Literature  and /or  samples 
for  some  items.  The  literature  and  samples  must  be  available  to  the 
buyer  when  the  bid  is  opened  (i.e,  the  literature  or  samples  must  be 
included  in  the  bid  package  returned  by  the  vendor,  or  must  arrive  at 
the  Purchasing  Bureau  prior  to  the  opening) .  Fifty-nine  IFBs  were 
found  to  have  bids  with  items  rejected  because  of  no  Uterature  (or 
specifications),  no  samples,  and/or  the  buyer  could  not  identify  what 
brand  the  vendor  was  bidding.  (The  total  number  of  individual  bids 
was  not  obtained  for  all  IFBs.)  Fifty  of  the  IFBs  had  bids  with  lower 
unit  prices  for  items  than  the   vendor  awarded  the  contract.      If  the 
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items    had    met    specifications,    a    maximum    of   approximately    $36,000 
could  have  been  saved  by  the  state. 

If  the  vendor  is  not  bidding  the  brand  of  the  item  specified  in 
the  IFB ,  literature  must  be  included  in  the  bid  package  returned  by 
the  vendor.  If  literature  is  not  provided,  the  buyer  does  not  know  if 
the  items  bid  meet  specifications. 

Conclusion 

Currently  the  bureau  does  not  inform  vendors  of  the  reasons  why 
a  bid  was  rejected  unless  the  vendor  calls  the  bureau.  In  our  interim 
audit  memorandum  to  the  Purchasing  Bureau  we  suggested  one  way  to 
reduce  the  number  of  rejected  bids  in  the  future  would  be  to 
correspond  with  vendors  with  rejected  bids  explaining  why  their  bids 
were  rejected.  This  could  also  enhance  vendor  relations  in  that 
vendors  would  then  know  the  disposition  of  their  bids  and  could 
correct  any  deficiencies  in  future  bids.  In  fiscal  year  1985-86  we 
found  357  rejected  bids  (this  does  not  include  all  the  bids  that  had  an 
item  rejected  for  no  literature).  The  cost  to  the  state  for  envelopes 
and  postage  for  500  letters  a  year  would  be  approximately  $120. 

Our  review  of  seven  other  western  states  indicated  five  send 
letters  notifying  vendors  if  their  bids  were  rejected.  We  called  a 
sample  of  vendors  and  found  80  percent  would  Like  a  letter  telUng 
them  if  their  bid  was  rejected. 

Purchasing  Bureau  officials  indicated  they  implemented  this 
suggestion. 

RECOMMENDATION  #3 


WE  RECOMMEND  THE  PURCHASING  BUREAU  CORRESPOND 
WITH  VENDORS  EXPLAINING  WHY  THEIR  BIDS  WERE 
REJECTED. 
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CHAPTER  IV 
SUMMARY 

Our  review  of  the  Invitation  for  Bids  awarded  by  the  Purchasing 
Bureau  during  fiscal  year  1985-86  indicated  about  27  percent  had  at 
least  one  rejected  bid.     The  primary  reasons  for  rejection  were: 

1.  Envelope  containing  the  bid  was  not  properly  marked; 

2.  The   bid   was    received  at  the  Purchasing  Bureau  after  the 
time  of  opening; 

3.  The  bid  was  not  signed; 

4.  Changes  made  to  the  bid  by  the  vendor  were  not  initialed; 

5.  Bids  were  completed  in  pencil;   and 

6.  Literature,    samples,    or   specifications    were    not   submitted 
with  the  bid. 

The  state  could  have  reaUzed  an  additional  savings  of  a  maximum 
of  approximately  $88,000  if  the  rejected  bids  could  have  been  accepted. 
However,  some  bids  were  rejected  because  of  necessary  controls  in  the 
purchasing  process.  The  total  amount  awarded  for  the  items  bid  was 
approximately  $2.7  milhon. 

To  alleviate  a  major  portion  of  the  rejected  bids  we  recommended 
the  bureau  accept  bids  that  are  inadvertently  opened  by  the  mail 
clerk,  and  enclose  labels  with  the  needed  bid  information  and  the 
Purchasing  Bureau's  address  on  them  with  the  Invitation  for  Bids. 
Allowing  bid  openings  to  be  conducted  in  the  afternoon  would  decrease 
the  number  of  bids  rejected  for  being  late.  Also,  informing  vendors 
why  their  bids  were  rejected  could  decrease  the  number  of  rejected 
bids  while  possibly  improving  vendor  relations. 
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AGENCY  RESPONSE 


DEPARTMENT  OF  ADMINISTRATION 

DIRECTOR'S  OFFICE 


TED  SCHWINDEN,  GOVERNOR 


MITCHELL  BUILDINC3 


STATE  OF  MONTANA 


HELENA,  MONTANA  59620 


MAY  2  9  1987 

Mary  Reynolds  MONTANA  LEGISLATIVE 

Office  of  the  Legislative  Auditor  AUDITOR 

State  Capitol 
Helena,  MT   59620 

Dear  Mary: 

The  Department  of  Administration  concurs  with  the  findings 
and  recommendations  of  the  audit  report  pertaining  to 
rejected  bids  in  the  Purchasing  Bureau. 

Responses  to  the  specific  recommendations  are  indicated 
below. 


RECOMMENDATION  #1 

WE  RECOMMEND  THE  PURCHASING  BUREAU: 

A.  ALLOW  THE  MAIL  CLERK  TO  RESEAL  BID  ENVELOPES  OPENED 
INADVERTENTLY,  AND  HAVE  THE  BUYER  CONSIDER  THE  BIDS 
WHEN  AWARDING  THE  CONTRACTS. 

Concur.  The  Purchasing  Division  will  implement  this 
recommendation  by  June  1,  1987. 

B.  ENCLOSE  LABELS  CONTAINING  BOTH  BUREAU  ADDRESS  AND  BID 
IDENTIFICATION  INFORMATION  WITH  INVITATION  FOR  BIDS 
SENT  TO  VENDORS. 

Provisionally  concur.  The  department  agrees  with  the 
content  of  the  recommendation,  but  due  to  logistical 
factors  we  need  the  flexibility  of  evaluating  the 
other  procedures  (revised  Invitation  For  Bid  form, 
additional  reminder  on  last  page  of  each  Invitation 
For  Bid)  which  have  been  implemented  as  a  result  of 
this  audit.  If  the  number  of  rejected  bids  has  not 
been  significantly  reduced  by  December  31,  this 
recommendation  will  be  implemented.  We  will  give  an 
interim  report  to  the  Office  of  the  Legislative 
Auditor  at  that  time. 
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AN  EQUAL  0PP0RTUNIT\  EMPLOYER 


puMcQoons  &  groprws 


"f 


RECOMMENDATION  #2 

WE  RECOMMEND  THE  PURCHASING  BUREAU  HOLD  BID  OPENINGS  IN  THE 
AFTERNOON  TO  ALLOW  BIDS  ARRIVING  IN  THE  AFTERNOON  AND  NEXT 
DAY  MAIL  TO  BE  CONSIDERED  IN  THE  AWARD  OF  THE  CONTRACT. 

Concur.  As  indicated  in  the  audit  report,  this 
recommendation  has  already  been  implemented.  Bid 
openings  are  now  scheduled  at  2  p.m. 


RECOMMENDATION  #3 

WE  RECOMMEND  THE  PURCHASING  BUREAU  CORRESPOND  WITH  VENDORS 
EXPLAINING  WHY  THEIR  BIDS  WERE  REJECTED. 

Concur.    As   indicated   in   the   audit  report,   this 

recommendation  has  been  implemented.  The  attached 

letter  is  sent  to  each  vendor  whose  bid  has  been 
rejected. 


Sincerely, 


Ellen  Feaver 
Director 

Attachments 

cc :   Mike  Muszkiewicz 

Purchasing  Division 


MAY87/114 
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DEPARTMENT  OF  ADMINISTRATION 

PURCHASING  DIVISION 


TED  SCHWINDEN,  GOVERNOR 


MITCHELL  BUILDING.  ROOM  16S 


STATE  OF  MONTANA 


(406)  444-2575 


HELENA.  MONTANA  59620 


State  of  Montana  laws  and  rules  include  requirements  to  be  met 
during  the  competitive  bid  process.  Although  these  requirements 
are  listed  in  each  bid,  some  of  the  requirements  are  occasionally 
overlooked  and  the  bid  must  be  rejected. 

We  received  your  bid  number for   

and  had  to  reject  it  for  the  following  reason(s). 

A.    I 1   Bid  was  received  late 


i 1   Return  envel 

date 


ope  was  not  identified  with  bid  number  and 


C.   i 1   Bid  was  not  signed 


D-    ' '   Descriptive  literature  was  not  submitted 

£•    ' 1   Bid  was  not  submitted  in  ink  or  typewritten 

F"-    ' 1   Changes/alterations  of  bid  prices  were  not  initialed 

G.    I — J   Other ; 

Prior  to  submitting  your  next   bid,  please  review  the   requirements 
and  if  any  questions  remain,  contact  this  Division. 

S  i  ncerel y , 


BCS:Oia:mmd 


Purchasing  Agent 
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J/V  eOLMt  OPPORTUNITY  EMPLOYER 


